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Executive Summary 

The Utah State Water Quality Revolving Fund (the SRF) was established pursuant to Title VI of the 
Federal Clean Water Act of 1987 (the Act).  The SRF provides low interest rate loans to finance the 
construction of publicly owned water quality preservation and protection facilities.

The Utah Department of Environmental Quality (DEQ) through the Division of Water Quality 
administers the SRF.  The Utah Water Quality Board (the Board), an eleven-member board of
officials appointed by the Governor, develops administrative rules for program implementation and 
authorizes loans under the SRF.  The Division of Water Quality’s primary SRF activities include 
administering loans for water quality preservation and protection facilities and managing and 
coordinating the fund.

The Division of Water Quality serves as staff for the Board and manages the day-to-day activities of
the SRF.  The Division of Water Quality receives assistance and support from the Department of 
Environmental Quality’s Office of Support Services, the State Division of Finance, the Attorney 
General’s Office and the State Treasurer’s Office. The salaries and benefits of the DEQ employees,
as well as indirect costs based on direct salary costs, are charged to the SRF.  Employees charging 
time to the SRF are covered by the State of Utah personnel benefits plan.  The SRF is also charged 
State indirect costs through a cost allocation plan for general state expenses.

Beginning in fiscal year 1993, Utah established a Hardship Grant Program with the approval of the 
Environmental Protection Agency.  This program was funded in part from hardship grant assessment
fees on SRF loans in lieu of interest.  Hardship grant assessment fees are stripped from repayments
and deposited in a special Hardship Grant Fund outside of the SRF.  The monies deposited in the 
Hardship Grant Fund can then be used to provide grant money to communities that would otherwise
be financially unable to participate in the SRF loan program.  Hardship grants assessments, grants, 
and Hardship Grant Fund interest earnings are accounted for in the following SRF financial 
statements.  Beginning with all loans closed after July 1, 1999, hardship grant assessments are used 
in accordance with EPA policies and regulations. 

Utah also operates a State loan program.  This program provides Utah the flexibility to fund needed 
water quality projects without certain restrictions that accompany the SRF program.  State match
funds for the SRF have been generated from the State loan program.
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                               Mission Statement 

       The mission of the Department of Environmental

       Quality is to safeguard human health and quality of

       life by protecting and enhancing the environment.

Goals and Accomplishments 

The SRF has provided financial assistance to communities for wastewater facilities.  Efforts are 
beginning to expand the type of projects that will be funded in the future.  Projects that preserve and
protect the quality of water in Utah will be considered for financial assistance without limiting those 
projects to treatment of municipal waste.

Long-term Program Goals: 

Goal #1 - To provide a permanent source of funding that can be used in combination with financing 
from the community’s own resources and other funding sources to assist in financing water quality 
construction projects. 

The SRF is Meeting Goal #1

      All projects that have been or will be funded from the SRF will receive loans, which 
require an annual repayment of principal. The fund balance has been increasing steadily 
since the fund was established.  There is good reason to believe that the fund will 
continue to generate a repayment stream that will fund projects in the years to come.

Goal #2 - To evaluate environmental needs within the state in order to rate specific needs for water 
quality construction and allow SRF funds to be distributed in a priority manner to the most
environmentally needy projects. 

All projects that received or are planned to receive loans from the SRF are high priority 
projects, which meet a critical need as defined by the Utah State Project Priority System.
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Goal #3 - To evaluate economic needs of the communities determined to have environmental needs
for water quality construction projects.   The State considers offering financial assistance that 
provides sufficient and affordable project funding to communities and maximizes its use of the SRF
fund in perpetuity.

The SRF balances the environmental and economic need for funds and continues the source of 
funding for the program.  A financial feasibility review is performed before a project is 
authorized for a SRF loan.  This review evaluates the rate of interest that an entity can afford to 
pay and its ability to repay a loan.  Unless the entity is determined capable of repaying the loan, 
an authorization is not made.

The Hardship Grant Program was created specifically to provide funding for projects that would 
not be able to proceed due to financial reasons.

The Water Quality Board assists communities addressing needs for adequate wastewater 
facilities and recognizes that these facilities must be sized for future growth.  When helping 
communities provide wastewater infrastructure for existing and future users, the Board should be 
satisfied that proper and adequate planning has taken place so that environmental and quality of 
life problems associated with sprawl are not fostered by its funded projects.

Short-term Program Goals:

Goal #1 - To assist communities for funding during facility planning and application 

preparation and authorize earmarked projects for funding in the Intended Use Plan.

Each community in the IUP received facility planning and funding application preparation 
assistance.

Goal #2 - To assist SRF funded communities with construction completion.

The Division of Water Quality assists communities that receive funding from the SRF with 
design review and guidance through construction. When construction is complete the community
receives continual assistance with operation and maintenance of its facility. 
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Details of Accomplishments 

Fund Financial Status

The State Revolving Fund receives Capitalization Grants from EPA and obligates state matching
funds in an amount greater than 20% of the grant. 

The fund grows with revenues from interest on loans and interest earned on invested funds.  The net 
income from fund activities continues to increase and the fund balance is increasing steadily.

The Statement of Revenues, Expenses, and Changes in Net Assets appear in the financial report 
section of this report. 

Assistance Activity

Fifty-four loans have been closed. All projects have begun construction and forty of the projects 
have completed construction.  (See Table 1 for details.) 

Provisions of the Operating Agreement/Conditions of the Grant

The State of Utah agreed to twenty-three conditions in the Operating Agreement.  Twelve conditions
have been met and need no further description.  The following met conditions in the Operating 
Agreement are as follows: 

1.   Agreement to Accept Payments
2.   State Laws and Procedures 
3.   State Accounting and Auditing Procedures
4.   Recipient Accounting and Auditing Procedures 
5.   Use of the LOC 
6.   Repayments
7.   Annual Audit 
8.   Annual Report 
9.   Annual Review 
10. Anti-lobbying 
11. Drug Free Workplace
12. Rural Area Business Enterprise Development Plan 

The following eleven conditions have been met, as described in the Operating Agreement, and are 
described below:

1. Provide State Match  - State matching funds have either been added to the fund or committed
to the SRF in the amount required by the Clean Water Act.  State match funds are available 
from the Utah Wastewater Project Assistance Program.
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2. Binding Commitments Within One Year  - The Utah State Revolving Fund has exceeded the 
program requirement for binding commitments equal to 120% of the grant amount within a 
year after receiving payments.

3. Expeditious and Timely Expenditure  - Utah has disbursed all cash draws in a timely and 
expeditious manner.  Construction has begun on all SRF projects within a short period after 
loans are closed.  (See Table 1 & Table 2 for details.) 

4. First Use For Enforceable Requirements - Prior to receiving the Capitalization Grant, Utah 
had met the requirements of Section 602(b)(5) of the Clean Water Act.  This section requires 
that all funds as a result of the Capitalization Grant be used first to assure maintenance of 
progress toward compliance with enforceable deadlines, goals, and requirements of the 
Clean Water Act. 

5. Eligible Activities of the Fund - All of the projects, which have received SRF loans, have 
either expended loan proceeds for eligible costs or used “banked equivalency”. 

6. Compliance With Title II Requirements  - In accordance with Section 602(6) of the Clean 
Water Act the SRF is required to meet sixteen specific Title II “equivalency” requirements
for those Section 212 wastewater treatment projects constructed in whole or part before 
October 1, 1994, with funds “directly made available “by the Capitalization Grant.  The State
has met equivalency requirements up to October 1, 1994 and documented that compliance in 
previous annual reports.  Since there was no requirement under this statute beyond the 
October 1, 1994 date, there has been no additional reporting for equivalency in this report. 

7. MBE/WBE Requirements  - The State negotiated with Region VIII fair share utilization 
goals for participation on activities financed by the SRF.  During the state fiscal year the 
SRF program has met or exceeded the minimum Disadvantaged Business Enterprise (DBE)
utilization program requirements.  Construction projects have either implemented fair share
utilization goals for DBE participation or have demonstrated that a good faith effort was 
made to provide opportunity for qualified DBE involvement.

8. Other Federal Authorities  - The State and all recipients of SRF funds directly made
available by the Capitalization Grant have complied with applicable federal authorities. 
Recipients of SRF assistance agreed to do this as a condition of the bond agreement between 
the loan recipient and the State. 

9. State Environmental Review Process  - During the fiscal year the State was actively involved 
assisting potential SRF projects with planning.  Environmental impacts are being carefully 
considered with each plan.  No loans are closed with a community until Categorical 
Exclusion, a Finding of No Significant Impact or an Environmental Impact Statement is 
issued.

10. Cash Draw Procedures  - Table 2 of this report includes the amount of funds drawn from the 
federal Letter of Credit (LOC) and from the state match for projects and administration for 
the fiscal year. 
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11. Outlay Projections  - The FY03 IUP projected draws from the federal LOC equal to 
$4,250,000.  During fiscal year 2003 a total $5,073,903 was actually drawn  - the actual was 
approximately 138% of the projected amount.  The projection was lower than actual because 
one project (South Salt Lake City), which was not anticipated to receive a binding 
commitment during FY03, did proceed forward.  Additionally, the draw amounts for one 
project (Nibley City) were greater than projected.  Last, one other projected loan recipient 
(Goshen Town) did not need to borrow money.   

Current Status and Proposed Improvements 

The State Revolving Fund has grown into a permanent source of financial assistance for construction 
of water quality projects in the State of Utah.  The fund balance has been growing steadily since the 
fund was first established. 

There are many water quality projects every year in Utah that do not receive funding directly from 
the SRF.  Utah leverages the funds available by encouraging self-reliance through prudent planning 
and by cooperative efforts with communities and other sources of available financial assistance. 

Many of the larger wastewater treatment facilities in high population areas of the State have 
developed their own sources of financing wastewater facilities construction without the benefit of 
the State Revolving Fund.  Medium-sized communities rely heavily on the SRF to provide additional 
assistance needed to make wastewater treatment affordable to their citizens.  Communities with 
small populations use the SRF in combination with grants and loans from the Water Quality 
Hardship Grant Program, the Rural Development Administration, and the Utah Permanent 
Community Impact Board to allow their wastewater projects to be affordable. 

Management

The Utah Water Quality Board governs the State Revolving Fund, sets policy, and authorizes 
assistance.  The Construction Assistance Section of the Division of Water Quality manages the State 
Revolving Fund.
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Appendix A 

UTAH DIVISION OF WATER QUALITY

Personnel

For the State Fiscal Year Ending June 30, 2003 

           Sid Curnow, Contract/Grant Analyst Ed Macauley, P.E.

           SRF Administration                Environmental Engineer

   Paul Krauth, P.E.

Environmental Engineer 
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UTAH DIVISION OF WATER QUALITY

Personnel

For the State Fiscal Year Ending June 30, 2003 

Judy Etherington, Program Coordinator 

 Wastewater Operator Certification

   Gennaro Dicataldo

 Environmental Engineer 
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UTAH WATER QUALITY BOARD 

Retirement Presentation

J.D. McDonald               William R. Williams, Chair 

Environmental Engineer 

(Retired on April 1, 2003) 

The following is a list of projects J.D. had oversight on while with the Utah 

Division of Water Quality: 

Construction Of Wastewater Wastewater Reuse Feasibility Study

System Improvements For the District

Central Davis SD   Central Weber 

Fairview City

Hildale City

Payson City Preparation Of A Wastewater Facility

Salina City Plan For the City

St. George Eureka City Corp

Washington City   Hooper City 

West Haven 
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